
1'<> $Hr.. $Utd
4'" Floor

Monlpelier, VI' 05620-2701
TEL: 80:1.-8118-:1.358

TIY/T[}D(V'Tj: 800-"53-0191
fAX: 80~-8"8-3351

E-mail: p.b.derk@.tate.vI.U8
Inr..m~.t: hUp://www.slate.vI.us/...b

St8I~ o{Vennonl

Public Service Board

September 29, 20lQ

M,Irkoe H. Dort<:h
omcc oflhe Secr~(ary

federal Communiealjolls Commission
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ReceIved & Inspected

OCT ·41010
FCC Maii Room

RE: Certification of Support fo..LEutJJ and Non-Rural High--Co~lCarrie1s Pursuanllo
47 CF R Seclions 54.313-314 CC Docket Nos. %·45 BDd 00-256

Rale Comparability Review PW"~uanllo47 C.f,R. Sectil'n ~4.3l6

Dem: Secr~lary Donell:md Adminislralor M3jcher:

In accordance with lhe Federal Communic"ti",n Commis~ion'~ role., lhe VennollL Public
Sel'\li~e B'>:lrd \ lhe "Board") ~ubmits its annual F~d~'al Universal SeN'CC Flilld certilication slid
Rate Comparability review.

~eral Universal Service Fynd Certilic31ion

In 3econbnce wil.,47 CFR §§ 54_3D and 54.314, [cenify (hat alJ federailligh-.:o.;( funds
flowing 10 lhe follo ing eleven companicg operating in Vennonl v.illl-.e u,ed iu 2009 in a
manner con,i,tenl ith 47 U.S.C. § 254(e) for lhe provision, maimenallce, and upgrading of
facililic;: and servk~s for which support j, intended.
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Federal VoiwrsJ.1 Service Carrier Certification
and Rate Comparnbility Review for 2010

In Vermout, there Dre twn lYres l,r Idecommunicatiou cll!liers:
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Telephone Opemling Company o[Vermont LLC d/b/a! FairPDinl
Communlcarioos ("FllirPoint") (SAC 145115).'

2. Frankliu Telephone Company (SAC 140053).
3. Ludlow Telephone Company (SAC 140058).
4. N"orthlield Telephone Company (SAC 140lJ61).
5. Pc{killSville Telephone Company (SAC 14(062).
6. Shoreham Telephoue Company, Inc. (SAC 140064).
7. Topsh:un Telephone Complluy, [nco (SAC 140068).
8. Waitsfield_Fay'ston Telephone Co., [nc., d/b/a Waitsfield Telecom_ d/b/a

Champl~o VJlley Telecom (SAC 140069).
9. FairPoint Vermont, [ne., d/b/a Fairpoint Communications (SAC 14JJJ I l.
10. Vermont Telephone Company, Inc., d/b/a VTel (SAC 147332).

FairPoinl is the only nOlll'\lral incnmbenl eligible relecommnniclltious carrier in Vennonl.
FeJerJI ,upport to FairPoint will be used in two ways:

I. The swn of $1,345,940 per year \equaltl' support received ill 1999) has been incorporated
inlo the calculation ofthe company', l'Yerall rates. 11lis base amollnt will conrinue [0

~npport lower rates for basic ~crvice in the coming year.

2. The remaiuiug federal support wi II b<'. distributed through au e"plieit ~redit for residential
and bn~iuess ,ustomen;. Pursuant to ,1 1999 agreement reached between Venzon­
Vennont (now F<li,-Pointi and the Vennont Department of Public SerVice, each FairPoint
residential and business customer will receiv~ 3 monthly bill-credit LitleJ "F~deral

Universal SeNi~e High Cost Fund Credit." The ,redit amoums will be set to fully
distribute the c,,"pected additional federal Sllpport to be ""eived by FairPoint in the
coming yCJ.r. As the end of the year approache~, if lhe pwjected supjXlrt amount dr,es not

I 00 February 13. 2008. lhe Boald '1'1>l,,,cd , j~inl relil;~n by Vedwn- V<""onl and FairPoinl 10 seU sub",nJi,t1y
all 'Of Verizon- vermom's l.ndhne ''''01. 1(> l'oi,Poio(. See Docker 7270, Jo;", Peli,ion of Vui,-on N.", F;"8/and I~~.

,w,/a VUi<on- Vern,oat. cerla;" afJil"-'''" Ih.-,.,.~f. <I.,J FairPoint Co,mlll,";carloll.', rlle_, for appro",,1 ofIln ,',.",

"''Osfer, acq"Isilfon ojca"'rol by n..18u ~nJ 1JJ,~efa,.d'ru""ae'ians, Order ot 2J t~IOB. Consequcnlly. P,I,?,,;",
no", 'lands in dIe sboes of Verl""n- Vernlonl (or all prac1ic.l'TId legal purpose! reloY,TIt 1D Ihe P'''''"''"' of certifying
SUpp<t<1 for ru"l and non_ru,.t high-eo<L .;,mer, l'u"!Lllml 10 47 C.F.R. Seclion, '\4.3 t3·314 and (be rale
cornp.tt.hi]jl:, ,",view J'llrsu.m '0 47 C.PR Se,..,I"n 54.316.

, Fa;,Poin' "'''-' ord..ed 1D substilul<: ilOelf fot Verlron_Verrnonl in aU procetding; ber",", (he Suam excepl in one
in'l.no. th., i, no( ,.levam to lhe ,ubjecllll.ner of Ihe o.r1ificalion thai is I~e ,uble,( "I ,hi, I.Uer, See Docket
727ll. Orde, of HI 5108 aJ 41,
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eqlllllihe iuitial estimate. a final adjuslment will be made [0 lhe credit amollllts.
CUlrently the re,idential monthly credil is $1.72 per line and lht' busine~s ~,edit is $4.19
per line.

1\11 federal support given to the' remaining carriers (#2Imough 11-(0) will be available as
revenue ll' lhe receiving companies. The Board requires all of [he,e compauies to periodically
Jill' inJormation pertaining to their receipt of I'('deral support. 11:'1 well as other information that
jndicaie, how the federal funds are used.

[I. Rate Comparability

47 C,F.R Section 54.316 requires the Board to arnlually review rcsidential rUlcs in rurB!
areas of the siale sened by FairPoint, and 10 cenify w tlte Federal Communications Commi,~iotl

whether such rate, ar~ r('asonabJy comparable to urban rail'S nationwide. For lhe rau
comparability cenificatioll. lhe Board is allowed to presume lhat lhe residenlial rates iu "rural
areas" sened by FairPoim are reasonably comparable 10 lhe lllltionwide kllChrnark urban rate, if
such Vermont rural (<ill'S are below $36.52 per monlh.

"fhe Board last calkelt'd speeifk rate dam for "rural ='1,.'; afllte Slate" sened then by
Veriwn-Vermou!, the only nonrural canier in Vermont ;u2005. "1"h.:: Remand Order defined
"rul"! ,u"ta" as "any non-melropolitan CClllll!y Clr county- eqL1ivalent, as identified by the Ofllce oj'
Management IIlld Budge!." Para. &3. This drlinition remwru; irreJevam b"'\!l.use FairPoint -like
ilS prWecessor Verizon-Vermont - chari'.e~ lhe ~ame rales in all part~ of Vcrmont. Therefore,
lale dal<1 collecled for lhe st"le as a whole are CKlICtly eqlllll to the rales in our "ru... l areas" as
delin"d in. the rule. The rates ch.ar~ed by Veriron iu 2005 have not changed ma!eriall~' since
then, notwithslanding Fairpoinl's purcha,e in. 2008 ofVerizon's landlinc busine~s in Vermont.

The FCC rule does nol explain in delail how rates are to be measured. This is an e~seutial

question because FairPoint imposes Local Measured Sen'ice (LMS) charges. In FeblU:l!) of
2004, lhe Vermont Public Service Board filed comment~ in response to a Further Notice of
Propo~edRuleUlaking (FCC No. 03-249). Those commenls sloloo lhal:

If the Commissiotl goeslorward with its new conet'pt ofrales-based support, rate
data mnsl be valid and reliable, This require, lhe Coullnis"ion 10 collecl
additional dala, bcyoud uominal rates.llta! afJ"cllh" bLlrdcn of paying for local
exchange service as well as lhe value oj' lhal scrvice. Over~iJJlplified rail'
information can underestimate the real burden on consumers and can create
perverse incenlives for sr"ll:, and carriers. Iflhe Commission dDe, not Bolw the
melhodological problems described below, nationwide rail' do[o would k al be~!

highly randDID and al worsl misleading and arbitrary.... to develop \;olid and
reliable local role datB it should make five adjustment~: usa~e·sen,itive charges;
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local calling area sile; cuslomer option pllUls; loca[lloll balance; and
business/residential balance. Vermont PSB Commenl.'; of 1/14/04 aI3-4.

P~ge 4

llle BDard's cornmenl.'; shD1.\'ed lhat an adjltStm"nt for usage-sensitive charges is
imponanl because the Commission's srandard mea>uremenl techuique, which is based upon 500
minute, CIt" local calling, may underestimate actUIIlusage. However, the Commission ha> nDl
taken all}' funher concl ...sive action on that Further NOlice of Proposed Ru1emak.illg alld has not
e~plaineJ how VermOtll should measure local rates wheulhey inchlde LMS charges. ThereKln~

lh~ BOMd must Jctermiue how best to evaluate localmea~ured wfvic~ charge, I(>f lhe pllIJloses
of detemlining nal;OlLwide rate comparability.

The Board ha.' found thaI measuring local rates is a difficu!lla..,k requiring substautial
judgment. The greatest problem remains Ihal of how 10 measure lhe dfects at· LMS charges.
'When the BOMd evalUllted customer pa)'Illeuts in 2005. it f,lUnd lhat local service charges varied
from a minimum of $20.74 per month f(>r customeIS who were not on Lifeline but who had
miuimum usage, 10 a maximum Df $47.89 per month fo1' CUSlomers who used a lMge numher of
local service miuutes.

The Board hM nDt fOllud lilly sImple method for producing a weighled a~'erage ofLMS
chMges. The Bowd made :l spe>;i~J effort in 2005 and collecled data from VeriZI:>n_V,mnont
concerning the rate~ p::lid by rc~identilll C"'Slomer:; who did not subscribe 10 fi~ed cal ling plam.
ThaI dall! w!lediou was subsequently fo ...nd 10 have Iwo melhodological problem~ that
prewnl~d its n~e.

Firsl, Ihe Vcrizou-Vermont duta e~~luded customers who opted 10 take calling plll;k~ge~

such a> the "Freedom Packnge" At Ihe lime oflhe Board's inquily in 2005, this package sold for
1,49.93 per mouth, and it included unlimited lDcal calli.ng. inlra-slate IDli and inler-:'It31e toll
calling. According to Verizon-Vermont at lhe time, 31 perccnt Dfthe primary residential lm~s
s.erved by Verizon-Vermont subscribad ICI either the FreedDm Package or one of several other
calling packages. For these customers, Verizon did nt,t ro;;.ord local usage minUles, and it was
not possible 10 develop an aJlocation based Oil local u5age. (ll wm, almosl onc-third of
residential customers had opled out of nile desil,'lls tltat would have allowed measuremem of
local rales.

Monxwer. Ihe Boaro fo ...nd mal the cuslomeIS who purchased packages such as thc
"Freedom Pac!ulge·' co... ld not be assumed 10 be typical oflhe re.~identialcuslomer base. Because
Verizon-Verrno"l's other cuslomeIS paid a sizeable per-minule local measured service rate, tho~c
customers Wilh high local usage had an iucenlive 10 swileh 10 ~urh fi~ed-price plans. Therefore.
the BDard could nOI excillde these calling package customeIS frCln) its anal}"!'is because lhat
woulJ ltav~ biased the sample and would have produced an invalid e,tiJn.ate of awrage local
rates.
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Second, the Venmn-Vermont dala included Lifeline customers, II group excluded from
the FCC~ R"/l"''''''c B,JOIc. wlalysi~. This made the data unreliable as an estimate o{l)ol)-Lii~hne

ral<:S. The Board anempled l(J exclude Lifeline customers from lhe aualy~is, bUI it cannot
represenl that the resulting data were Or remain reliable.

The Board found thallhe 2005 Veriwn-Verm(>rll dala W:lS nol a ~nffJcient bllSis to reacb a
couclusion ou comparability. Because or Ihe ~ge and intirmilies ofthal 2005 ~tudy, Ihe Board is
now plafUling 10 update the 2005 srudy ina w~~· that would more reliably measure the local rates
ofFairPoint Vermont customers, cOllsidering LMS uharge~. Lifeliue enrollment, end bundled
packages. 'nlis plafUled update to the VermOl11 o;tud~' is further needed hecau~e Ihe FCC does not
have any data lhal could be used as a proxy fDr average local servICe usage. A recent
examination of ell of the FCC's dalaba~~ failed 1<) yie-ld any dam lhat could be used to snpport
lhe delermiuation of average resident ial monthly loc~l usage for use in a rate--comparabiJily
anaJysis in place of average nsage derived flOm Vermoul-'P'Xific data.

As lhe Board has slaled in prcvious role rc~iews, the Board continues to believe that the
Commission's published urban bellchm:lrk. rote, uow set II.t $36.51 does nO! comply wilh law.
That figure is two standard devialions alxwe the mean urbil..[l IDle. Four aud one-half years ago
Ihe Tenth Circuit rejec~ this methodology as incompatible wilh Ihe C<Jmmission's slatutory
duties under Seclion 254. As Ihe Board said in subseqnent commenls, a benclunark. rate cafUlot
salisry Ihe statute jf it IS higher than 125 percent of the national urban aver8~e rate.

Dal~ in the Commissiou'~ 2008 Refa~l!ce Book show that average urban rales are $2~.6::.

J25 pet<;('nl of that figure t~ $32.02. Consideriug all of lhe aboye factors, Ihe BOliJ"d esrlmate~

lh~t the average Vermonl resideutial customer pays ~ignificantly more than $:32.02 per mOllth fur
local ser"ice.' Bolh figures include all fixed charges (iuchlding the federal SLCj, !ilxes:md
universal ""rvice charges. We have also adjusted the Vennonl figure~ for the explicit credit
given mouthly to FalrPoiut cuslomers :lS the result of federal universal senice paymellts.
Theretore, the Board concludes that the rales ofFairPoinl customer:; are n[ll rea'<Onably
comparable 10 the urban rales of cuslomers nationwide.

A stale that certifies that its rales are not reasonably comparable must fully explaiu ils r,ue
comparability analysis il..[ld provide data supporting its certification, includiug but uot limiled l(J

residenliaJ rale dnln for rural areas ",ilhin lhe "laic served b,' nOli-rural !LECs. N explaiued
above, residemial rates for FairPoint are unifonn throu~houl fairPoint's area. 'nley therefore are
lhe swne rate~ that apply in any and all subset:;. in.:ludiug "rural areas."

, 11 may well be Ihatlhe average VenllOnl ,o,idontl>! <u'lOmer loc.1l rale is considerably higher, bullhe Boord is
conlidcn1 10 a re""""able degree ol' cenaiol)l ill ii, <<>n<"iu,ion lhat il ....«ed; $32.02.
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When a state certifies that the rate~ are not reasonably comparable, it mu~t al~o explain
why rates are not rea~onablycomparable and explain what aciion it iutends to lake to achieve rate
comparability. Rates for FairPoint are not reasonably comparable because FairPoint receives
insufficient fedenll support from lhe Commi~sion. As the Board previously has argned in many
f!lings in Docket 96-45, Verizon-Vennonl rates were high because Verizon-Velmont served a
rurnl, sparsely populaled area in a challenging climate and over difficul! terrain. This inevitably
lead to high loop and switch COStS, on average. across all Verizon-Vermonl cuslomers. These
facts remain tme for FairPoini as well, as it moves forward iu providiug service 10 cuslomers
formerly served by Verizon-Vermont.

Vermont does not COil template takiug any additional ilClions within !he stilte to oblain
reasonably comparable rates. Any such aclion would be pointless. As noled above, FairPoint
rates already are uniform thrOllghoul its sludy area. Even ifVcnnont were 10 adopt a new
explicit slate unjver~al scnicc fund, the benefits would be negligible. Fail'Poinl serves
approximlltely 85 percent ofwire1ine customers in the state. Therefore on an aggregate basis the
added bill surcharges to fund ~uch a new program wonld almost enlirely offsetlhe benefits.
COSts would srill be paid by lhe ~ame pooJ of customers, and the avemge rate, which is ton high,
would not be reduced.

Vermont intends to continue io advocate for additioual federal support for the CU~lnr:lers

of FairPoint. Over lhe last J7 yeal'S, the Board has repeatedJy argued that federal suppol1 to these
Venuonl customers has becn insufficient. The Board continues to believe lhat lens oflhnusands
of VennoUlers me disadvanraged, as againsl similarJy situated customers in other stale~, because
a majority of Vermont's ruraJ customers happell io be served by a Jarge compall)', and because
frdernl SUppOl1 unfairly discriminates against such CUSlOmers. The Board inlends to ennlin~ to
arf;ue to the Commission, !he court.~ and to Congres~ lhallhe majority ofVemlOnt's customers
ueed additiC'nal kderal snpport under 47 U.S.C. § 254 in order to achieve comparable rales.
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cc: Lealie Cadwell (Director for Telecommunications, VI. DPS)
Sandra Wennerstrand (FairPoint Communications)
Fran Slocker (Vermonl Telephone Company)
Mark W. DePerrior (Top~ha.m)

Kimberley Gales 'Maynard (Franklin)
Roger Nishi (Wailsfield)
Donald S. Arnold II! (Shoreham)
Amber Gaudreau (TDS)
Palrick L. Morse (FairPoint))
Paul Phjj]ipa, ESC!.
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